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Purchases from the Fund by Egypt and India 


The Government of Egypt has purchased from the 
International Monetary Fund US$15 million with Egyp- 
tian pounds. This is the second Egyptian transaction 
with the Fund in recent months. Last September, Egypt 
purchased Canadian dollars equivalent to US$15 million. 

The Government of India has entered into an exchange 
transaction and stand-by arrangement with the Inter 
national Monetary Fund in a total amount of US$200 


million. The transaction provides for the purchase of 


$127.5 million from the Fund with Indian rupees. The 
F 


und will transfer $60 million of this amount immedi 


ately, and $67.5 million after 30 days. A stand-by 
arrangement, which will become effective on the date of 
the second transfer, will permit India to purchase from 
the Fund during the following 12 months currencies 
equivalent to an additional $72.5 million. India pur- 
chased a total of $99,980,000 from the Fund in 1948 and 
1949, and has since made repurchases which restored 


the original position. 


The recent arrangements permit each country to draw 


up to 50 per cent of its Fund quota. 


Economic Developments in Peru 


Production and income in Peru continued to rise in 
1956, and foreign trade expanded considerably. Both 
Although 


inflationary pressures stemmed from wage increases and 


public and private investment were brisk. 


a large fiscal deficit, Peru’s external payments position 
strengthened, owing chiefly to a favorable export trade 
and a sizable capital inflow. 

Cotton and sugar, Peru’s principal export products, 
were produced in record volume, and prices for these 
commodities in the world markets held generally firm 
during the year. (Peruvian cotton is of the long-staple 
variety.) Mining output expanded and, with the excep- 
tion of copper, prices held firm; thus, the value of mineral 
exports was 35 per cent greater than in 1955. In manu- 
facturing, there was a considerable expansion of capacity 
and output. Domestic and foreign capital continued to 
be invested in manufacturing, and 194 new plants were 
built during the first nine months of 1956. The textile 
industry, however, encountered some difficulties, chiefly 
because of higher wages, and the Government granted to 
the industry relief measures in the form of tariff and tax 
concessions. Three new cement plants under construc- 
tion will raise present capacity by 85 per cent. Produc- 
tion of electricity continued to expand; with industrial 
growth in the greater Lima area, and the demands of 
urbanization, power consumption in Peru has been in- 
creasing 10 per cent annually since 1950. Considerable 
investments are being made in further expansion of 
electric power capacity and output. 

During the first ten months of 1956, consumer prices, 
as measured by the Lima-Callao cost of living index, rose 
by 6.5 per cent, compared with 4.5 per cent for the whole 
year 1955. Substantial wage increases, of approximately 


30 per cent in some industries, were granted in the second 
quarter of the year. The salaries of private and public 
employees were also increased, and the inflationary impact 
of these wage increases was felt in some sectors of the 
economy. 

The salary increases granted to public servants and an 
acceleration of the Government’s public works and invest- 
ment programs through the first seven months of the 
year caused a large budgetary deficit, which was financed 
chiefly by the Central Reserve Bank of Peru; in Decem- 
ber 1956, a loan of S/. 900 million (about US$47.4 
million) was obtained from the Central, Reserve Bank, 
for the consolidation of government short-term indebted- 
ness (see this News Survey, Vol. IX, p. 219). 

The Central Reserve Bank’s financing of the fiscal 
deficit and other lending operations and an accumulation 
of international reserves resulted in a 14 per cent increase 
in the money supply during the first ten months of the 
year. Total central bank credit expanded by 14 per 
cent in the entire year, compared with a 9 per cent 
increase in 1955. The commercial banks expanded their 
lending operations briskly during the first seven months; 
but measures of credit and monetary restraint adopted 
by the monetary authorities in August, September, and 
October were effective in arresting a further expansion 
of commercial bank credit (see this News Survey, Vol. IX, 
pp. 139 and 162). However, by the end of the year, as 
the liquidity of the banks was considerably enhanced by 
Central Reserve Bank net purchases of exchange and by 
treasury measures, commercial bank credit again ex- 
panded. For the year as a whole, bank credit rose by 
14.2 per cent, to a total of S 


at the year-end. 


1,836 million outstanding 
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Exports and imports exceeded those in any other year. 
The dollar value of exports amounted to $311.4 million, 
15 per cent more than in 1955, and the dollar value of 
imports was $361 million, 20 per cent higher than in the 
previous year. The trade deficit increased from $29.4 
million in 1955 to $49.6 million in 1956. The tonnage of 
imports increased by 15 per cent, while that of exports 
increased by 30 per cent. 

Since a large part of the 1956 imports was financed by 
investments by foreign companies operating in Peru and 
by other capital movements, the import surplus did not 
create any pressure upon the exchange market. While 
receipts of exchange on account of actual exports and 
of export prepayments were $342.2 million in 1956, 
exchange used for import payments totaled only $263.9 
million. The inflow of exchange on account of current 


invisible items and of capital inflows also increased sub- 


International Reserves in 1956 


The gold and dollar holdings of countries outside the 
United States, which had increased by $1.2 billion in 
1955, rose further—by $2.1 billion—in 1956; at the end 
of the year they totaled $28.3 billion. The increase 
includes the U.K. drawing of $561 million from the Inter- 
national Monetary Fund in December 1956. 

Gold accounted for about $400 million of the estimated 
increase in gold and dollar holdings in 1956, against 
$650 million in 1955. Gold payments to the Fund by 
countries other than the United States amounted to 
$85 million, and other countries sold $80 million of gold 
to the United States. Total gold production outside the 
United States and the U.S.S.R. amounted to $935 million, 
of which about three fifths found its way into the reserves 
of monetary authorities and international institutions. 
The monetary gold stock of the United States rose by $305 
million, to $22.1 billion. 

Short-term holdings of U.S. dollars by other countries 
rose by $1.7 billion in 1956, to $13.5 billion, of which 
about $8 billion is held by monetary authorities. Also 
other countries held in September 1956 about $1.2 billion 
in U.S. Government bonds and notes with original ma- 
turities of more than one year. 

Among the various countries the largest increases in 
the first nine months of 1956 were recorded for West 
Germany, $725 million, and Canada, $376 million. The 
largest increases in Latin America were those of Vene- 
zuela and Brazil. 

U.S. imports rose from $8.4 billion in January- 
September 1955 to $9.6 billion in January-September 
1956. As U.S. exports rose more rapidly than imports, 
the U.S. merchandise trade surplus rose from $2 billion 
to $2.8 billion. U.S. Government outlays in foreign coun- 
tries amounted to $2.2 billion in the first three quarters 
of 1956. For West European countries, these outlays 


stantially. On the whole, the total supply of exchange 
on account of trade, capital, and other invisible items 
amounted to approximately $460 million; and the total 
outgoing payments on account of import remittances, 
payments for services, and outflow of funds totaled 
approximately $445 million. The resilient exchange sit- 
uation resulted in a net gain of $16 million in exchange 
reserves by the Central Reserve Bank. The rate of 
exchange remained stable at S/. 19 per U.S. dollar in 
the certificate market, and hardened in the free or draft 
market, where the quotation dropped from S/. 19.50 per 
U.S. dollar at the beginning of 1956 to about S/. 19.02 
at the end of the year. 
Sources: Banco Continental, Report on the Economic 
Situation of Peru, January 1957, and News 
Letters, January 24, 25, and 30, 1957, 
Peru. 


Lima, 


were equal to more than 60 per cent of U.S. imports from 
these countries. U.S. economic and other aid grants were 
nearly $250 million less in January-September 1956 than 
a year earlier, primarily as a result of the discontinuance 
of new allocations of economic aid to West European 
countries other than Greece, Spain, and Yugoslavia. 
However, the outflow of capital on government account 
increased by $223 million, largely because of shipments 
of surplus agricultural commodities against local cur- 
rency payments. The outflow of private capital from the 
United States increased from $700 million to $1.9 billion. 
Source: Federal Reserve Bank of New York, Monthly 


Review of Credit and Business Conditions, New 


York, N.Y., February 1957. 


Europe 


U.K. Reserves 


The sterling area’s gold and dollar reserves fell in 
January by $49 million, to $2,084 million. Receipts 
during the month included $4 million of defense aid 
from the United States. Payments included $17 million 
to the European Payments Union in part settlement of 
the deficit recorded in December, and $3 million to the 
creditor countries in the EPU under bilateral agreements. 
Apart from these items, the residual deficit was $33 mil- 
lion, compared with a monthly average deficit on a 
similar basis of $158 million during the last quarter of 
1956. Part of the residual deficit in January can be 
accounted for by expenditure on dollar oil which is said 
to have represented a sizable addition to the month’s 
normal payments. 

It is provisionally estimated that the United Kingdom 
had a surplus of £9 million in the EPU in January. Three 
quarters of this surplus will be received in gold or dollars 
this month, and the remainder will be settled by a reduc- 
tion of the U.K. debt to the Union. The surplus with the 
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EPU is the first since May 1956; since it relates to a 
growing proportion of the sterling area’s payments with 
most of the non-dollar world, it can, according to the 
Times, be regarded as a reliable indication of underlying 
soundness. 


Source: The Times, London, England, February 5, 1957. 


U.K. Bank Rate 


The bank rate in the United Kingdom was reduced on 
February 7 from 51% per cent to 5 per cent. It had been 
51% per cent for nearly a year. As a direct result of the 
reduction, the deposits, overdraft, and minimum call 
money rates of the commercial banks will also be re- 
duced by '% per cent. 

The Chancellor of the Exchequer stated in the House 
of Commons that it would be wrong to interpret the cut 
in the bank rate as a change in economic policy. It is 
not a signal for bankers or others who control sources of 
finance to relax credit or to ease restrictions on lending. 
The reduction is designed to enable the Bank of England 
to maintain the full effectiveness of its monetary policy. 

The Chancellor said there has been no change in the 
need to restrain both public and private spending and 
lending in order to make room for exports and essential 
investment; and that as long as these are its economic 
objectives, the Government intends to continue to make 
full use of interest rates to discourage spending and 
encourage savings. 

Source: The Financial Times, London, England, Febru- 
ary 8, 1957. 


U.K. Production 


Industrial production in the United Kingdom in the 
closing months of 1956 was running about 2 per cent 
below the peak reached at the end of 1955. In the first 
half of last year, however, production was still running 
higher than in the first six months of 1955, and the 
monthly average index for 1956 is provisionally estimated 
to be the same as that for 1955, i.e., 137 (1948 average— 
100). 

There was, however, a marked change in the pattern 
of output in 1956. In December, for example, output of 
cars was 38 per cent lower than in December 1955, and 
commercial vehicle production was down 28 per cent. 
Output of sulphuric acid and crude steel, on the other 


hand, showed increases of 11 per cent and 4 per cent, 
respectively. 


Electricity generated was 8'% per cent 
greater than in December 1955. 

In general, nonmanufacturing industry fared better 
than factory production last year. Within manufactur- 
ing, increases in the output of chemicals, textiles, food, 
drink, and tobacco went far toward offsetting the fall in 
the production of the engineering industries. In the 
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engineering industries, higher output of a wide variety 
of capital goods was not enough to offset the sharp 
decrease in the output of cars and a wide range of 


consumer durable goods. 


Source: The Financial Times, London, England, Janu- 
ary 31, 1957. 


French Foreign Exchange Regulations 


The French exchange control authorities decreed on 
February 2 that allocations of foreign exchange to French 
tourists, which are limited to the equivalent of 35,000 
French francs ($100) per person, should be made only 
once a year, instead of twice. French tourists may 
continue to take with them, whenever they leave France, 
banknotes or coins up to the value of 20,000 French 
francs. 


Sourt es 


Le Monde, Paris. France. February 3-4, 1957. 


French Trade in 1956 


France’s deficit in its trade with countries outside the 
france area rose from the equivalent of US$248 million in 
1955 to US$1,181 1956. 
increased by 21 per cent, to $4,326 million, while exports 


(f.o.b.) declined by 6 per cent, to $3,145 million. These 


million in Imports (c.i.f.) 


figures include trade in industrial gold, which was small 
in 1956. Also, the trade figures for 1955 are not exactly 
comparable with those for 1956 because of a change in 
the period of coverage, which had the effect of lengthen- 
ing the 1955 period covered by 3 per cent for exports 
and by 1 per cent for imports. 

The trade deterioration in 1956 must be ascribed 
largely to frost damage to crops, which reduced food 
exports and increased food imports, and to the continued 
rapid expansion of the economy, which required expand- 
ing supplies of raw materials and fuel in order to fore- 
stall bottlenecks. The increase in imports of consumer 
goods other than foodstuffs was insignificant. 

The traditional surplus of France with the continental 
OEEC area was reduced from $430 million in 1955 to $95 
million in 1956, as exports to that area remained stable 
while imports increased substantially. A large decline in 
exports to non-dollar non-EPU countries (mainly some 
Latin American countries and Eastern Europe) resulted 
in a small trade deficit, in contrast to previous years 
when France had had surpluses with those countries. 

The trade deficit with both the dollar area and the 
sterling area increased substantially. While exports to 
the dollar area increased by 9 per cent, imports rose by 
tl per cent. Exports to the sterling area declined by 
some 14 per cent, and imports from that area expanded 
moderately. 

In trade with other countries of the franc area, imports 
in 1956 increased by 13 per cent, to $1,320 million, and 


exports fell by 2 per cent, to $1,490 million. Thus the 
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trade surplus declined from $360 million in 1955 to $170 
million in 1956. 

Sources: Agence Economique et Financiére, January 25 
and 30, 1957, and New York Herald Tribune, 
February 6, 1957, Paris, France; Neue Ziircher 
Zeitung, Ziirich, Switzerland, February 1, 1957. 


Scandinavian Shipbuilding 


Swedish shipbuilding yards had 3,496,000 gross tons 
of shipping under construction or on order on January 1, 
1957. Norwegian yards had 1,454,000 tons and Danish 
yards 878,000 tons. Most of the ships under construction 
or on order are tankers. 

Source: Norges Handels og Sjefartstidende, Oslo, Nor- 
way, January 31, 1957. 


Norway and the Free Trade Area Plan 


Norway's Minister of Commerce, Mr. Arne Skaug, has 
told the Parliament that a joint Scandinavian market 
would be a step toward a free trade area in Western 
Europe. His personal opinion is that, if a European free 
trade area is actually set up with the United Kingdom as 
a member, Norway could not refuse to join. He stressed, 
however, that the Norwegian Government has not as yet 
taken a final stand on the matter. 

A joint Scandinavian market, the Minister observed, 
would afford more time for the inevitable reconversion 
of certain industries. The comprehensive study of possi- 
bilities for a joint Scandinavian market, long under way, 
should therefore be completed, he said. The main report 
of the Scandinavian Cooperation Committee, with pro- 
posals, is expected to be ready by July 1, 1957. The 
establishment of a European free trade area, Mr. Skaug 
declared, might offer significant advantages to Norwegian 
industry, especially by increasing the export of fish and 
fish products. On the other hand, some of the industries 
producing primarily for the Norwegian market would 
have to prepare for a difficult reconversion process. 

The two schemes, Mr. Skaug maintained, should be 
considered from the same angle. A joint Scandinavian 
market and a European free trade area might solve 
many of the problems confronting small countries in the 
age of automation and atomic energy. The solution of 
these problems could be decisive for economic progress 
in the years to come. 

Source: Norwegian Information Service, News of Nor- 
way, Washington, D.C., January 31, 1957. 


Italian Budget 


Italy’s budget for the fiscal year 1957-58 (July 1, 1957- 


June 30, 1958), which has been presented to Parliament 


by the Council of Ministers, provides for receipts totaling 
Lit 2,849 billion and for expenditure totaling Lit 3,053 
billion; the deficit would therefore be Lit 204 billion. 


This is about Lit 67 billion less than the deficit of the 
approved budget for the current fiscal year, which pro- 
vided for total revenue of Lit 2,647 billion and expendi- 
ture of Lit 2.918 billion. The reduction of the deficit 
was made possible by cutting down expenditure in various 
Ministries without, however, diminishing expenditure for 
productive investment. Productive investment in the 
coming fiscal year will represent 16 per cent of the total 
budget expenditure, compared with 14 per cent during 
the current fiscal year. The principal increases in expen- 
diture are in the Ministries of Interior, Education, and 
Defense and can be attributed largely to higher salaries 
for civil servants. 

Sources: Corriere della Sera, January 27, 1957, and 24 
Ore, January 29, 1957, 
Ziircher Zeitung, Zirich, Switzerland, Janu- 
ary 31, 1957. 


Milan, Italy; Neue 


Changes in Italy's Sliding Scale for Wages 


The Italian Association of Industrialists and the Italian 
trade unions have agreed on a revision of the sliding 
scale for wages. From now on, increases in wages will 
be considered every three months instead of every two 
months as previously. It has also been agreed that, if 
there is a reduction in the cost of living which is main- 
tained for at least three months, wages will be decreased 
correspondingly. Previously, there was no provision for 
a reduction in wages in the event of a fall in prices. 
These modifications are intended to improve the func- 
tioning Jf the system, which has often been criticized 
for the inflationary effects it exerts through its tendency 
to consolidate temporary price increases. 

Sources: Corriere della Sera, January 16, 1957, and 24 
Ore, January 23, 1957, Milan, Italy. 


West German Investments Abroad 


The value of West German permits issued between 
1952 and the end of 1956 for private investments abroad 
totaled a little over DM 1.3 billion. The investments in 
Brazil, totaling DM 300 million, exceeded those in any 
other country; next in order were Canada (DM 163 
million), the United States (DM 125 million), the franc 
area (DM 120 million), Switzerland (DM 79 million), 
and Argentina (DM 77 million). Grouped by areas, the 
largest portion of private foreign investments since 
World War II has gone to the EPU area, followed by the 
group of countries described as DM payments agreement 
countries, by the free currency area, and by Argentina, 
the only remaining bilateral payments agreement country. 
The annual rate of private foreign investments rose 
sharply, from DM 198 million in 1954 to DM 404 million 
in 1955 and DM 551 million in 1956. In order of 
importance, the industries in which investments were the 
heaviest were iron and steel (DM 22] million), chemical 
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and pharmaceutical (DM 180 million), electrical 
(DM 146 million), machinery (DM 108 million), and 
vehicles (DM 86 million). 


Source: Bulletin des Presse- und Informationsamtes der 
Bundesregierung, Bonn, Germany, January 31, 
1957. 
Middle East 
Oil Production in the Middle East 


Crude oil production in the principal Middle East 
countries during the first three quarters of 1956 was 
21.2 million tons greater than in the first three quarters 
of 1955. The increase was due mainly to a sharp rise in 
Saudi Arabian and Iranian production. 


Jan.-Sep. 1955 Jan.-Sep. 1956 
(In millions of metric tons) 
Kuwait 11.09 14.48 
Saudi Arabia 34.46 12.46 
Iraq 24.60 26.30 
Iran 11.39 19.10 
Qatar 4.03 4.45 


115.57 


136.79 


After the outbreak of hostilities and the closing of the 
Suez Canal, however, production was cut back sharply. 
In Saudi Arabia, crude oil production during November 
totaled only 21.6 million barrels, compared with 31.2 
million in November 1955. Production in Iraq fell from 
3.1 million tons in October 1956 to only 729,000 tons in 
November. In Iran, production in the entire year 1956 
amounted to 25.9 million tons, of which 11 million tons 
were refined; comparable figures for 1955 were 15.7 
million tons and 7.2 million tons, respectively. The total 
1956 production in Iran exceeded the amount agreed to 
in the original oil agreement by 2.9 million tons; it is 
estimated that without the Suez crisis it would have 
reached 27 million tons. On a daily basis, Iranian output 
in November and December was 8,000 barrels less than 
in September. 

Sources: Ettéla’at, Tehran, Iran, January 28, 1957; Mid- 
dle East Economist and Financial Service, For- 


est Hills, N.Y., January 1957. 


Issue of New Coins in the Sudan 

The first Sudanese coins were put into circulation 
during the last week of January 1957. Egyptian and 
British coins, of which there are about LE 3 million in 


circulation in the Sudan, are legal tender still, but they 
will gradually be withdrawn. 


Source: The Times, London, England, January 29, 1957. 


Exchange Control in Libya 


A decree has been issued in Libya which makes all 
exchange transfers subject to control. Also, for the first 
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time in some years, permits are required for remittances 
to other sterling area countries, with a view to preventing 
the transfer of fugitive funds to the United Kingdom or 
other parts of the sterling area. The greatly increased 
number of applications that has to be handled by the 
Finance Office has sometimes caused lengthy delays in 
the granting of permits. 

Source: Barclays Bank D.C.O., Overseas Review, Lon- 


don, England, January 1957. 


Foreign Aid fo Jordan 


Announcement was made on January 20 that the 
Governments of Egypt, Saudi Arabia, and Syria would 
guarantee to the Government of Jordan, for a period of 
ten years, a subsidy of LE 12.5 million annually, or the 
equivalent thereof, to be used for defense purposes. 
Egypt and Saudi Arabia will pay LE 5 million each and 
Syria LE 2.5 million. It is understood that this is to 
replace U.K. aid to Jordan. 


equal installments paid six months apart. The Jordan 


Payment will be in two 


Government has agreed to use these funds to the maxi- 
mum possible limit for purchases in the three countries. 
The agreement, which is subject to appropriate ratifica- 
tion, was unanimously ratified by the Jordan Parliament 
on January 22. 

On January 29, the Jordan Government presented to 
the Director of the U.S. Operations Mission (USOM) in 
Jordan a proposal whereby Jordan would receive from 
the U.S. Government a minimum of $30 million in eco- 
nomic and other aid for the following financial year. 
The Jordan Government also proposes to amend the 1951 
agreement with the USOM in such manner as to have 
greater control over the projects undertaken under the 


Point Four program. 


Sources: Le Commerce du Levant, Beirut, Lebanon, 


January 23 and 30, 1957. 


Abolition of Iranian Import Quotas 


The committee charged with drawing up Iran’s foreign 
trade quotas for 1957-58 has recommended that all import 
quotas be abolished and that imports should be free of 
all restrictions. A list of imports prohibited on religious, 
security, or sanitary grounds will be issued; this list will 
be smaller than that of 1956-57, and it is not intended as 
an instrument for the protection of domestic industry. 
Some import tariffs may be raised, however, to protect 
local production. 


Source: Ettélaat, Tehran, Iran, January 31, 1957. 


Far East 
Short-Term Interest Rates in India 


The Reserve Bank of India has announced that. effec- 
tive February 1, its rate of interest on advances to sched- 


uled banks against government and other eligible secu- 
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trade surplus declined from $360 million in 1955 to $170 

million in 1956. 

Sources: Agence Economique et Financiére, January 25 
and 30, 1957, and New York Herald Tribune, 
February 6, 1957, Paris, France; Neue Ziircher 
Zeitung, Ziirich, Switzerland, February 1, 1957. 


Scandinavian Shipbuilding 


Swedish shipbuilding yards had 3,496,000 gross tons 
of shipping under construction or on order on January 1, 
1957. Norwegian yards had 1,454,000 tons and Danish 
yards 878,000 tons. Most of the ships under construction 
or on order are tankers. 

Source: Norges Handels og Sjofartstidende, Oslo, Nor- 


way, January 31, 1957. 


Norway and the Free Trade Area Plan 


Norway's Minister of Commerce, Mr. Arne Skaug, has 
told the Parliament that a joint Scandinavian market 
would be a step toward a free trade area in Western 
Europe. His personal opinion is that, if a European free 
trade area is actually set up with the United Kingdom as 
a member, Norway could not refuse to join. He stressed, 
however, that the Norwegian Government has not as yet 
taken a final stand on the matter. 

A joint Scandinavian market, the Minister observed, 
would afford more time for the inevitable reconversion 
of certain industries. The comprehensive study of possi- 
bilities for a joint Scandinavian market, long under way, 
should therefore be completed, he said. The main report 
of the Scandinavian Cooperation Committee, with pro- 
1957. The 


establishment of a European free trade area, Mr. Skaug 


posals, is expected to be ready by July 1, 


declared, might offer significant advantages to Norwegian 
industry, especially by increasing the export of fish and 
fish products. On the other hand, some of the industries 
producing primarily for the Norwegian market would 
have to prepare for a difficult reconversion process. 
The two schemes, Mr. Skaug maintained, should be 
considered from the same angle. A joint Scandinavian 
market and a European free trade area might solve 
many of the problems confronting small countries in the 
age of automation and atomic energy. The solution of 
these problems could be decisive for economic progress 
in the years to come. 
Source: Norwegian Information Service, News of Nor- 
way, Washington, D.C., January 31, 1957. 


Italy’s budget for the fiscal year 1957-58 (July 1, 1957- 
June 30, 1958), which has been presented to Parliament 
by the Council of Ministers, provides for receipts totaling 
Lit 2,849 billion and for expenditure totaling Lit 3,053 
billion; the deficit would therefore be Lit 204 billion. 


This is about Lit 67 billion less than the deficit of the 
approved budget for the current fiscal year, which pro- 
vided for total revenue of Lit 2,647 billion and expendi- 
ture of Lit 2.918 billion. The reduction of the deficit 
was made possible by cutting down expenditure in various 
Ministries without, however, diminishing expenditure for 
productive investment. Productive investment in the 
coming fiscal year will represent 16 per cent of the total 
budget expenditure, compared with 14 per cent during 
the current fiscal year. The principal increases in expen- 
diture are in the Ministries of Interior, Education, and 
Defense and can be attributed largely to higher salaries 
for civil servants. 

Corriere della Sera, January 27, 1957, and 24 
Ore, January 29, 1957, Milan, Italy; Neue 
Ziircher Zeitung, Zirich, Switzerland, Janu- 
ary 31, 1957. 


Sources: 


Changes in Italy's Sliding Scale for Wages 


The Italian Association of Industrialists and the Italian 
trade unions have agreed on a revision of the sliding 
scale for wages. From now on, increases in wages will 
be considered every three months instead of every two 
months as previously. It has also been agreed that, if 
there is a reduction in the cost of living which is main- 
tained for at least three months, wages will be decreased 
correspondingly. Previously, there was no provision for 
a reduction in wages in the event of a fall in prices. 
These modifications are intended to improve the func- 
tioning of the system, which has often been criticized 
for the inflationary effects it exerts through its tendency 
to consolidate temporary price increases. 

Sources: Corriere della Sera, January 16, 1957, and 24 
Ore, January 23, 1957, Milan, Italy. 


West German Investments Abroad 


The value of West German permits issued between 
1952 and the end of 1956 for private investments abroad 
totaled a little over DM 1.3 billion. The investments in 
Brazil, totaling DM 300 million, exceeded those in any 
other country; next in order were Canada (DM 163 
million), the United States (DM 125 million), the franc 
area (DM 120 million), Switzerland (DM 79 million), 
and Argentina (DM 77 million). Grouped by areas, the 
largest portion of private foreign investments since 
World War II has gone to the EPU area, followed by the 
group of countries described as DM payments agreement 
countries, by the free currency area, and by Argentina, 
the only remaining bilateral payments agreement country. 
The annual rate of private foreign investments rose 
sharply, from DM 198 million in 1954 to DM 404 million 
in 1955 and DM 551 million in 1956. In order of 
importance, the industries in which investments were the 


heaviest were iron and steel (DM 22] million), chemical 
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and pharmaceutical (DM 180 million), electrical 
(DM 146 million), machinery (DM 108 million), and 
vehicles (DM 86 million). 


Source: Bulletin des Presse- und Informationsamtes der 
Bundesregierung, Bonn, Germany, January 31, 


1957. 
Middle East 
Oil Production in the Middle East 


Crude oil production in the principal Middle East 
countries during the first three quarters of 1956 was 
21.2 million tons greater than in the first three quarters 
of 1955. The increase was due mainly to a sharp rise in 


Saudi Arabian and Iranian production. 


Jan.-Sep. 1955 Jan.-Sep. 1956 
(In millions of metric tons) 
Kuwait 11.09 14.48 
Saudi Arabia 34.46 12.46 
Iraq 24.60 26.30 
Iran 11.39 19.10 
Qatar 4.03 4.45 


115.57 136.79 


After the outbreak of hostilities and the closing of the 
Suez Canal, however, production was cut back sharply. 
In Saudi Arabia, crude oil production during November 
totaled only 21.6 million barrels, compared with 31.2 
million in November 1955. Production in Iraq fell from 
3.1 million tons in October 1956 to only 729,000 tons in 
November. In Iran, production in the entire year 1956 
amounted to 25.9 million tons, of which 11 million tons 
were refined; comparable figures for 1955 were 15.7 
million tons and 7.2 million tons, respectively. The total 
1956 production in Iran exceeded the amount agreed to 
in the original oil agreement by 2.9 million tons; it is 
estimated that without the Suez crisis it would have 
reached 27 million tons. On a daily basis, Iranian output 
in November and December was 8,000 barrels less than 
in September. 

Sources: Fttéla’at, Tehran, Iran, January 28, 1957; Mid- 
dle East Economist and Financial Service, F or- 
est Hills, N.Y., January 1957. 


Issue of New Coins in the Sudan 

The first Sudanese coins were put into circulation 
during the last week of January 1957. Egyptian and 
British coins, of which there are about LE 3 million in 
circulation in the Sudan, are legal tender still, but they 


will gradually be withdrawn. 


Source: The Times, London, England, January 29, 1957. 


Exchange Control in Libya 


A decree has been issued in Libya which makes all 


exchange transfers subject to control. Also, for the first 
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time in some years, permits are required for remittances 
te other sterling area countries, with a view to preventing 
the transfer of fugitive funds to the United Kingdom or 
other parts of the sterling area. The greatly increased 
number of applications that has to be handled by the 
Finance Office has sometimes caused lengthy delays in 
the granting of permits. 

Source: Barclays Bank D.C.O., Overseas Review, Lon- 


don, England, January 1957. 


Foreign Aid to Jordan 


Announcement was made on January 20 that the 
Governments of Egypt, Saudi Arabia, and Syria would 
guarantee to the Government of Jordan, for a period of 
ten years, a subsidy of LE 12.5 million annually, or the 
equivalent thereof, to be used for defense purposes. 
Egypt and Saudi Arabia will pay LE 5 million each and 
Syria LE 2.5 million. It is understood that this is to 
replace U.K. aid to Jordan. 


equal installments paid six months apart. The Jordan 


Payment will be in two 


Government has agreed to use these funds to the maxi- 
mum possible limit for purchases in the three countries. 
The agreement, which is subject to appropriate ratifica- 
tion, was unanimously ratified by the Jordan Parliament 
on January 22. 

On January 29, the Jordan Government presented to 
the Director of the U.S. Operations Mission (USOM) in 
Jordan a proposal whereby Jordan would receive from 
the U.S. Government a minimum of $30 million in eco- 
nomic and other aid for the following financial year. 
The Jordan Government also proposes to amend the 195] 
agreement with the USOM in such manner as to have 
greater control over the projects undertaken under the 
Point Four program. 

Sources: Le Commerce du Levant, Beirut, Lebanon, 
January 23 and 30, 1957. 


Abolition of Iranian Import Quotas 


The committee charged with drawing up Iran’s foreign 
trade quotas for 1957-58 has recommended that all import 
quotas be abolished and that imports should be free of 
all restrictions. A list of imports prohibited on religious, 
security, or sanitary grounds will be issued; this list will 
be smaller than that of 1956-57, and it is not intended as 
an instrument for the protection of domestic industry. 
Some import tariffs may be raised, however, to protect 


local production. 


Source: Ettéla’at, Tehran, Iran, January 31, 1957. 


Far East 
Short-Term Interest Rates in India 


The Reserve Bank of India has announced that, effec- 
tive February 1, its rate of interest on advances to sched- 


uled banks against government and other eligible secu- 
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rities will be 4 per cent per annum. The bank rate (i.e., 
the rate at which the Reserve Bank rediscounts first class 
bills of exchange) remains at 3'% per cent. However, 
owing to the increase to 1% per cent in the rate of stamp 
duty on bills of exchange, effective February 1, the cost 
of rediscounting bills will also amount to 4 per cent. 
This is the first time that a distinction has been made 
between the bank rate and the rate of interest on advances 
against government and other eligible securities. 

Source: The Times of India, Bombay, India, February 1, 

1957. 


Indian Tea Export Duty 


The Government of India has reduced the export duty 
on tea from 8 annas (10! U.S. cents) per pound to 6 
annas (7% U.S. cents) per pound, effective February 1. 
This action reverses the increase in the tea export duty 
from 6 annas per pound to 8 annas per pound, effective 
December 1, 1956. 


Source: The Times of India, Bombay, India, February 1, 
1957. 


New Trading Corporations in Burma 


The Government of the Union of Burma has announced 
the forthcoming establishment of five joint-venture trad- 
ing corporations, in which private enterprises and persons 
will be allowed to purchase shares up to a maximum of 
K 10,000 (K 1=US$0.21). Each corporation will have 
a share capital of K 5 million, of which the Government 
will subscribe K 2.6 million and the public K 2.4 million, 
each share having a par value of K 100. These firms will 
import and distribute industrial raw materials; machinery 
and equipment; such consumer goods as textiles, food- 
stuffs, and general hardware, including building materi- 


als: and tires and tubes. 


Source: Economic Commission for Asia and the Far East. 
Trade Bangkok, Thailand, 


November-December 1956. 


Promotion News, 


Rice Exports from Thailand 


Thailand’s rice crop of 1956, harvested principally in 
December, appears to have been the largest on record. 
The Ministry of Agriculture reports that at least 1.5 
million metric tons are expected to be available for export 
during the calendar year 1957; this would be about the 
same as in 1951, when rice exports reached their highest 
level in postwar years. The exports will be from the new 
harvest, since stocks from previous crops were virtually 
depleted at the end of 1956. Preliminary estimates indi- 
cate that in 1956 about 1.3 million metric tons were 
exported, slightly more than in 1955. 

Statistics covering trade by countries, which are avail- 
able for only the first nine months of 1956, show that 
Malaya and Singapore were the largest customers, taking 


about 34 per cent of the Thai rice exports. Next in 


importance were Hong Kong (17 per cent), Japan (15 
per cent), Indonesia (13 per cent), and the Netherlands 
(5 per cent). Japan, previously the principal customer, 
took only 134,000 tons, a sharp decline from 366,000 
tons in the same period of 1955; this decline, however, 
was offset in part by increased exports to Indonesia and 
Pakistan. 


Source: Department of Agriculture, Foreign Crops and 


Markets, Washington, D.C., February 11, 1957. 
National Investment Fund of Viel-Nam 


Viet-Nam’s National Fund, 


created by a decree of January 31, 1955 but started 


Investment which was 
operating only toward the end of 1955, had entered, as 
of December 10, 1956, into commitments amounting to 
VN$100 million with 124 firms: VN$25.9 million to 58 
rice mills; VN$22.5 million to 13 weaving plants; VN$9.7 
million to 15 sawmills; VN$10.3 million to 2 plants 
making plastics, tooth paste and brushes, water pipes, 
and electric wire; VN$6 million to a pharmaceutical 
firm; and the remainder to companies producing miscel- 
laneous manufactures. 

With the aid of the National Investment Fund, Viet- 
Nam is now slowly building up a textile industry and will 
shortly be producing its own cotton yarn from domestic 


cotton. 


Source: Banque Nationale du Viet-Nam, Bulletin Econo- 
mique, Saigon, Viet-Nam, December 31, 1956. 


Industrial Production of Taiwan 
The Ministry of Economic Affairs of the Chinese Na- 


tional Government has reported that in 1956 nearly all 
major industries in Taiwan exceeded their original pro- 
duction goals. The production of sugar, which totaled 
767,327 metric tons, was 2.3 per cent above its goal; and 
the output of chemical fertilizers (not including am- 
monium sulphate), at 185,262 metric tons, exceeded the 
goal by 9.6 per cent. For silver, the excess was 49.9 per 
cent; gold, 29.8 per cent; and caustic soda, liquid chlo- 
rine, and hydrochloric acid, between 12.6 and 32.5 per 
cent. 

Electric power generation in 1956 reached a record 
high of 2,250 million kilowatt-hours, a 14.6 per cent 
increase over the 1955 output. Aluminum ingots totaled 
some 8,700 metric tons, compared with 7,000 tons in the 
previous year. Production of gasoline and other liquid 
fuels by last November had already exceeded by 88.7 
per cent the goal set for the whole year. Electric fans, 
electric light bulbs, glass, cement, pulp, cotton textiles, 
DDT, and refined camphor also exceeded their goals. 
However, such items as canned pineapple, cotton yarn, 
paper, sewing machines, bicycles, and steel plates fell 
short of the goals set for the year. 

Source: Chinese News Service, Press Release, New York, 


N.Y., January 29, 1957. 
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United States and Canada 
U.S. Farm Production and Exports 


U.S. farm production set a new record in 1956, when 
it amounted to 114 per cent of the 1947-49 average. The 
increase from 113 per cent in 1955 was due entirely to 
an increase in livestock production; crop output was 
unchanged. Crop production, however, equaled the rec- 
ords of 1948 and 1955, even though the acreage harvested 
was the smallest in 20 years. Rising productivity main- 
tained crop output at a record high in the face of poor 
growing conditions in some parts of the country, as well 
as government programs to curtail production. Yields 
per acre in 1956 averaged 23 per cent higher than in 
1947-49 and 3 per cent higher than in 1955. Since 1940, 
farm output has risen one third, while acreage harvested 
has declined slightly and the number of farm workers has 
fallen about one fourth. Output per man-hour is now 
about double that of 1940. 

The Department of Agriculture has predicted that 
agricultural exports during the year July 1956-June 1957 
will be one-fourth above those a year earlier. (The 
volume of exports during July 1955-July 1956 was the 
largest in 30 years.) Factors encouraging U.S. exports 
at this time include an increasing world population, con- 
tinued improvement in foreign economic activity, rising 
consumer incomes, improvement in gold and dollar posi- 
tions abroad, and a more competitive selling policy under 
the U.S. surplus disposal program. An additional factor 
this year is the increased strain in international relations 
incident to the closing of the Suez Canal and develop- 
ments in Eastern European countries. 

The Department cautioned that the longer-term pros- 
pects for U.S. farm exports are less favorable. World 
trade in farm products is becoming more competitive, 
and foreign production and exports are continuing at an 
accelerated pace. Major importing areas are encouraging 
domestic farm production, to reduce their dependence on 
food imports and to free more foreign exchange for 
industrialization programs. Mainland China is one of 
the countries making a determined effort to enlarge farm 
exports even though it is a food-deficit nation, and the 
Government may be willing to make export prices ex- 
tremely attractive in order to gain a foothold in new 
markets. 

Sources: The Journal of Commerce, New York, N.Y., 
January 23, 1957; Department of Agriculture, 
The Demand and Price Situation, Washington, 
D.C., January 25, 1957. 


Canadian Federal Expenditures 


Canadian budget expenditures for the fiscal year begin- 
ning April 1, 1957 are estimated at $4,828 million, an 
increase of about $171 million over the current fiscal 
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year. The largest increase is in payments to the prov- 
inces, which will rise by $127 million under new arrange- 
ments for federal-provincial tax sharing. Interest charges 
on the public debt will be $22 million higher than in the 
current year, and payments under the Wheat Reserve Act 
will be $33 million larger. Partly offsetting these in- 
creases will be a reduction of $58 million in the national 
defense budget, reflecting the approaching completion of 
a radar defense line. Construction programs of other 
departments also have been restricted because of the 
expected fully employed state of the national economy, 
and construction of general purpose public buildings will 
be reduced about $10 million. The expenditure totals do 
not include old age pension payments of $393 million, 
which are financed outside the budget by a special 2 per 
cent tax on incomes, sales, and corporations; in the past, 
this tax sufficed to meet only about 90 per cent of the 
pension costs. 

Source: The Globe and Mail, Toronto, Canada, Janu- 

ary 23, 1957. 


Latin America 


Changes in the Brazilian Exchange System 


Beginning February 4, Brazil introduced certain 
changes in its foreign exchange system. The fixed mini- 
mum bids of Cr$25, Cr$30, Cr$35, Cr$40, and Cr$100 
per U.S. dollar for exchange certificates purchased at 
auction for the five import categories were to be re- 
placed by flexible minimum bids based on actual bids 
for the U.S. dollar and the “ACL dollar.” The latter is 
a nominal U.S. dollar representing the pooled offerings 
of currency from countries with which Brazil has multi- 
lateral payments arrangements. At present, these cur- 
rencies are sterling, deutsche mark, Netherlands guilders, 
Belgian francs, French francs, Italian lire, and Austrian 
schillings. The minimum bids will be determined weekly 
and at a level equal to 80 per cent of the weighted average 
of the actual bids for the U.S. dollar and the “ACL dollar” 
during the previous week. It was announced that the new 
minimum bids to prevail during the week of February 4-9 
would be Cr$29, Cr$47, Cr$73, Cr$107, and Cr$231 per 
U.S. dollar for the five import categories. 

Source: The Journal of Commerce, New York, N.Y.., 


February 4, 1957. 


Other Countries 
Australian Exchange Reserves 


The Australian Treasury has announced that its net 
gold and foreign exchange reserves increased by £A 70 
million in the six months ended December 31, 1956; in 
the same period of 1955, reserves had fallen by £A 55 
million. 
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The balance of payments on current account showed a 
surplus of £A 11 million in July-December 1956, com- 
pared with a deficit of £A 115 million in the correspond- 
ing period of 1955. There was a surplus of £A 90 million 
on visible trade, while freight payments overseas totaled 
£A 53 million and other invisibles showed a deficit of 
£A 26 million. 


Source: The Times, London, England, February 8, 1957. 


Australian Wool Prices 


Prices realized for Australian wool at auctions in 
January 1957 were slightly above the closing prices of 
1956. Wool stocks in the United Kingdom and the United 
States are reported to be low. Per capita consumption of 
apparel wool in the United States rose in 1956 for the 
first time in six years, by about 12 per cent. Per capita 
consumption of synthetic fibers declined at the same time 
by 1] per cent. 

Source: National Bank of Australasia, Wool Letter, Mel- 


bourne, Australia, January 26, 1957. 


Establishment of Central Bank of Surinam 

The establishment of the Central Bank of Surinam. 
under the Ordinance of October 10, 1956, is scheduled 
for April 1, 1957. 


Paramaribo, but it may 


The Bank will have its main office in 
establish agencies and sub- 
agencies where necessary. Its capital is 3 million guilders. 

The Bank is authorized to act as representative and 
banker for the Government in financial transactions and 
agreements with other countries, and to represent the 
Government in international organizations. It will not 
participate in any commercial, industrial, or other enter- 
prise, except with government approval. 

The purposes of the Central Bank are to promote the 
stability of the Surinam guilder, which is defined in the 
Ordinance as equaling 0.471230 grams of fine gold, cor- 
responding to US$0.53026 per guilder; to issue bank- 
to foster 
a sound banking and credit system in Surinam; to super- 


and to facilitate 


notes: to facilitate interbank transfers of money: 


vise banks and other credit institutions: 
international payments. 

The Bank has the exclusive right of note issue; its notes 
are legal tender in Surinam for any amount. It is author- 
ized to deal in precious metals, to mint coin from bullion, 
and to melt coin into bullion. It will manage and admin- 
ister the gold and foreign exchange holdings of the coun- 
try. It is authorized to grant loans or advances against 


adequate security; to discount, rediscount, purchase, and 


sell bills of exchange, treasury paper, or government 
bonds of a maturity not exceeding six months. It may, 
for a limited time. invest abroad funds not immediately 
needed. 

The Board of Directors of the Bank is composed of 
Government Commissioner, the 


seven members: the 


“Directeur” of the Ministry of Finance, the “Directeur” 
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of the Ministry of Economic Affairs, and four members 
to be appointed by the Minister of Finance, after consul- 
tation with the President of the Bank. The President is 
in charge of the management of the Bank; he is not a 
member of the Board of Directors, but the Ordinance 
provides for joint meetings of the Board of Directors 
and the President. 

The Minister of Finance shall consult with the Presi- 
dent of the Central Bank for the purpose of coordinating 
the financial and monetary policy of the Government with 
the policy of the Bank. If the Minister of Finance and 
the President of the Bank cannot agree on a common 
policy, the Minister shall issue, after consultation with 
the Board of Directors, the necessary directive in writing 
to ensure that his policy will be implemented by the 
Bank. The President of the Bank may, within three days 
after receipt of such a directive, submit in writing his 
views on the matter to the Government. The Government 
will then decide whether the President must comply with 
If the Govern- 


ment decides that compliance is essential, the relevant 


the directive of the Minister of Finance. 


statements on the matter shall be brought to the notice 
of the Legislative Council within two weeks from the 
date of the Government’s decision. 

Mr. R.W. Groenman, who was formerly a member of 
the staff of the International Monetary Fund, has been 
appointed the first President of the Central Bank of 


Surinam. 


Source: Gouvernmentsblad van Suriname 1956, No. 97 
(Ordinance of October 10, 1956 Providing for 
the Establishment of the Central Bank of Suri- 
nam). 


Fund Alternate Executive Director 
Mr. Jorge Hazera, Counsellor at the Costa Rican Em.- 


bassy, Washington, D.C., has been appointed Alternate 
Executive Director of the Fund for Costa Rica, Cuba, El 
Salvador, Guatemala, Honduras, Mexico, Nicaragua, and 
Venezuela. The appointment was effective February 12, 
1957. 
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